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INTRODUCTION

Mr. Chairman and distinguished member s of the Committee, the National Military Veterans
Alliancewould like to expressits appreciation to you for holding these important hearings.
Thetestimony provided hererepresentsthe collective views of our members.

The National Military Veterans Alliance (NMVA) isaloosely confederated group of 21
different military and Veteran associations with a combined member ship of 3.5 million
nation wide. Collectively werepresent all seven of the uniformed services, all ranks, all
grades, all components, family membersand survivor s and we collectively work from an
annual set of Alliance goals and objectives.

Medical careisone of thetop concerns of the military community and the top concern of the
Alliance. With base and hospital closures and the continual downsizing of medical personnel
and military treatment facilities, the increasing lack of available health care continuesto bea
major concern to active and retired personnd alike.

Weat NMVA want to thank the committee for itslong standing interest in Military Health
Care and we hopethat significant improvements can be made thisyear.

BACKGROUND

The Military Health System has several missions, first and foremost iscaring for active duty
troops and maintaining military medical carereadiness, readinesstraining and contingency
operationsaswell as providing carefor active duty family members; continuing to provide
promised, lifetime medical careto military retirees, and their family members. To carry out
these missions, top quality personnel to staff military medical units, hospitalsand clinicsare
essential. These personne are attracted to military medicine through the Uniformed Services
Univer sty of the Health Sciences, the U.S. Health Profession Scholar ship Program and
quality graduate medical education programs sponsored by the various military medical
services. Each isan important element of the system and areall linked together.
Additionally, aswe ar e seeing today with therecruiting shortagesin all services except for the
Marine Cor ps, keeping faith with the retirees by keeping the medical health care promiseis



vital to our strong all volunteer forceand to our national defense. 1n a 1999 Christian
Science Monitor article addressing recruitment problems, Major General Evan Gaddis, the
commander of the Army’s Recruiting Command headquartered in Fort Knox made special
note of thefact that “military retirees, upset over a steady erosion of benefitslike health care
and pensions, aren’t talking up military careersto young adults as they might once have.”

Earlier thismonth, Defense Secretary Bill Cohen and the Chairman of the Joint Chiefs of
Staff, General Henry Shelton, testified before the Senate Armed Services Full Committee.
Secretary Cohen had thisto say:

“We have made a pledge, whether it’slegal or not, it’sa moral obligation that we will take
care of all of those who served, retired veteransand their families, and we have not done so.
Therearebig billsinvolved in this. Thisisno small matter.”

In responseto a question concerning retiree health care from Senator Chuck Robb,
General Shelton said:

“Sir, | think the first thing we need to do is make sure that we acknowledge our commitment
totheretireesfor their years of service and for what we basically committed to at the time that
they were recruited into the armed forces.

WEe' ve got —we' ve got actual recruiting posters that very vividly state that not only would they
be taken care[of], but that their families would be taken care of. And of course, in their
minds they — we have broken that commitment. And | think we have.”

A military medical system isnecessary to support not only the present active forces but also
to meet futurerequirements. To attract, maintain and properly certify highly qualified
medical professionalsrequiresassuring them that they will have a complete range of patients
with varied health problemstoinclude older retirees. They can’t be adequately trained
treating only young (aver age age 23) service membersand young family members. This
meansit isimperative to maintain a strong, vibrant, capable direct care system.

The Defense Health System has under gone a significant downsizing in the past 10 yearsand
continuesto shrink. Thenumber of normal beds has decreased by 41 percent (12,000),
expanded beds have decr eased by 46 per cent (20,000), the number of hospitals has decr eased



by 35 percent (58) and the number of medical centershas decreased by 33 percent (6).
Additionally, military medical per sonnel have decreased by 13 per cent while civilian medical
personnel have decreased by 22 percent. Please contrast thesereductionswith the 10 percent
reduction in the igible serviced population (867,000) during the past 10 years. Accordingto
the Department of Defense “ demand continuesto exceed supply, especially among retir ees’
all thewhile, the“Medicaredigible population (is) growing 4 to 5 per cent annually”. And
the various DoD medical departments continueto decreasetheir uniformed officer medical
personnel.

Also, please remember that DoD has a responsibility to those men and women who have
served in the uniformed servicesto provide a medical benefit to nearly 50 per cent of the
current retired military beneficiaries that were promised health care. The demographics
have changed from the 1950’ swhen retireeswere only 7 per cent of the military health care
beneficiary population, therefore Congress needsto provide adequate funding to create a
plan to administer a health care ben€efit to retirees. National expansion of the sitesand
number of enrolleesin the current Federal Employees Health Benefit Plan (FEHBP) for
Medicare Eligible Military Retirees Test program is needed and a step in theright
direction to testing the viable health care optionsfor retirees accessto medical carein the
future. Asthiscommitteeisaware, thisisonly one part of the matrix for accessing health
care, expansion of the current BRAC pharmacy benefit and the current test of Medicare
subvention will help offer a complete medical benefit for Medicare eligible military retirees.

NMVA HEAL TH CARE Pl AN

The NMVA plan isfounded upon strong, fully-funded and fully-staffed military treatment
facilities (M TFs). Branching out from the M TF foundation, the NMVA plan supportsa
high quality TRICARE Standard (CHAMPUS) benefit for life. Complementing and
completing the plan for military beneficiarieswho do not have accessto or for whom the
MTF/TRICARE program does not meet their needs, NMVA supportsthe option of the
Federal Employees Health Benefits Program (FEHBP).

TRICARE : FUIL | FUNDING FORAII MILITARY BENEFICIARIES
In order to ensuretheviability of TRICARE for all eligible beneficiariesto the program, it
isnecessary that TRICARE funding reflect the number of beneficiaries eligible for military



health ben€efits, not just the ever-declining number of people ableto use the military system
the previousyear. Theoverall Defense Health Program continuesto have funding
shortfalls, NMVA urgesthis committee to provide adequate funding for military readiness
aswell asthe current peacetime component. Our active duty members need assurances
that funding will enable accessto quality health carefor their families, aswell asassuring
incentivesfor these uniformed service membersto berecruited and retained in the
military. Further, the promise of this health care benefit must be kept for our military
retireesthat are over and under the age of 65.

Additional funding will berequired to keep providersin TRICARE Prime networks as our
member s ar e experiencing physicians leaving the system. Most TRICARE managed care
support contractor s have negotiated TRICARE Primereimbursement rates with networ k
providersthat are even lower than Medicare. The issue however isa combination of low
rates and physicians not being paid in atimely manner due to claims processing.
TRICARE isgiving physicianstwo disincentives for not signing up in the networks, low
payment and slow payment.

TRICARE Standard (CHAMPUS) reimbur sement levels are still much too low to attract
quality health care providers. Thereare also unreasonable delaysin reimbursement for
TRICARE Standard (CHAMPUS) claims. Membershavereported that in the morerural
areas, and even some urban areas, where providersdo not depend on a military patient
base, health care providers have become increasingly unwilling to accept TRICARE
Standard (CHAMPUS) patientsat all. NMVA feelsthat de-linkingthe CMAC
(CHAMPUS maximum allowable charge) from the M edicare Schedule and directing higher
paymentsto providersas necessary will improve accessto quality carefor our
beneficiaries. The FY 00 Defense Authorization Act gave the Secretary of Defense the
authority to go over the current CMAC ratesto bringin providersinto TRICARE
networks, but NMVA has not seen thisimplemented. When CHAMPUS, now TRICARE
Standard was enacted in 1966, Congressdirected DoD to provide a benefit at least equal to
FEHBP high option Blue Cross/Blue Shield, without imposing a premium. Over theyears
this benefit has been decimated. It istimetofix it.

The current claims processing system for TRICARE needsto berevamped in order to
reduce the hassles of claims payment for physicians and beneficiaries. The beneficiaries
end up getting caught in the middle when they receive collection notices from their



creditors, even after they weretold the claim would be paid by the TRICARE
subcontractor. The FY 00 Defense Authorization Act moved to allow TRICARE
contractorsto use electronic processing for claims and streamlining the infor mation flow,
thisallowing two pieces of the claims puzzle to be fixed. This committee gave DoD the
authority to bring the claims system to “the best industry standard”, but NMVA has not
seen any proposal or plan by DoD to implement a new program. We arerequesting some
accountability by the Secretary of Defense to this Committee.

Certain efficienciesin the program can beimplemented to cut costs and provide additional
savingsfor the DoD health budget. A DoD study found that TRICARE administrative costs
arefar too high. Each Managed Care support contract proposal costs millionsof dollars,
each winner can expect a protest from thelosers costing millions more. More money isbeing
spent on medical administration and less on the patient. We believe this committee should
direct areview of alternative means of procuring private sector healthcareto supplement the
Military healthcare system. We under stand these current contractsin thewestern region are
being recompeted based on TRICARE 3.0. Webdievethat TRICARE 3.0, currently being
rolled out, should betested in Region 11, before being implemented nation-wide.

Please note that the administrative expenses associated with other federal health programs
wer e computed and provided to the National Bipartisan Commission on the Futur e of
Medicare by the General Accounting Office. GAO reported that the administrative expenses
for Medicare, FEHBP and Medicaid were each 1 tenth of one per cent of the total
expenditures of the respective programs, wher easthe Department of Defense’ s expenses were
“not available’.

NMVA believesthat certain administrative efficiencies can improve quality of life service
delivery for service members, retireesand their familieswhilereducing costs. The
Department of Defense and the Congress must embrace the benefits of inter net-based
technology to enhance efficiency and improve TRICARE servicesin such areas as marketing,
enrollment, beneficiary and provider education, appointment setting, and claims processing.
We encour age a consolidated inter net strategy that would include both the MTFsand the
prime contractor sto insur e success, high quality, and theleast confusing environment for
beneficiaries.

Members on this Committee, if we do not address these health care needs the response will
be continued reduction in retention and recruiting. The shortcomingsin the Defense



Health Program for retireesare spilling over tothe activeforceaswell. Last year the Army’s
5" Recruiting Brigade held a Family Symposium in St. Louis, Missouri. Thissymposium was
onestep in the Army’s Family Action Plan and it brought together spousesto discussissues of
concern torecruiters, their familiesand the US Army. At the close of the meeting the
delegatesvoted on their top 5Sissues. Issue#2 was*” Timeinessof TRICARE Claims
Payment”. Issue#1 was“Lack of TRICARE Providers’. Last fall, amember of the NAUS
staff was attending the Chief of Staff, US Air Force' s Retiree Council conducted at Randolph
Air Force Base. Whilevisiting the gymnasium, he met a young F-15 pilot who had just
resigned hiscommission and accepted an appointment in thereserves. Hisreason for leaving
the activeforce? Health care. Whiledeployed in the Middle East, his spouse and their
children could find no health care providersnear his parents-in-law’s home that would
accept TRICARE Standard and, of cour se, therewere no health care providersin a
TRICARE Primenetwork. Hisnew job with an airlines offered him trouble free health care
that heand his spouse could depend on. Theyoung man said hisdecision to leave wasn’t
about money, and in fact, hewould have paid to fly the F-15 Eagle. He said it wasall in how
you take care of your people and health care wasthe most important part of that for him.

MTF Funding: The Department of Defense hasdirected that the military treatment facilities
(MTFs) draw patients back into the military system to improve cost-effectiveness and to
ensure medical readiness. To accomplish this, improved infrastructure and staffing
additional fundsareneeded. Walter Reed Army Medical Center (WRAMC), theUSArmy’s
flagship medical center, isan ideal location to initiate a pilot program implementing this
initiative. Savingsfrom thiseffort can be significant. Funding for the necessary
infrastructureimprovement and increased staffing are needed and could begin by
authorizing $20 million for WRAMC.

SPECIFIC IMPROVEMENTSTO TRICARE PRIME, EXTRA AND
STANDARD

NMVA worked with the subcommittee during the FY 00 Defense Authorization Act
focusing on issuesto improve some of the inadequacies of TRICARE Prime. We appr eciate
your work last year, but there are aspects of the program that still need to beimproved
upon. Now that all 12 TRICARE regions have been up and running two yearsin June of
thisyear, werequest your support to:



« Provide Tricare Prime Remote for active duty family members. Included in S. 2087.

« Provide monetary reimbursement for transportation costsincurred by beneficiaries
who travel over 100 milesto attain specialty care.

- Eliminate co-paymentsfor active duty personnel and their family membersenrolled in
TRICARE Prime. Included in S. 2087.

- Provideaproposal or direct the Department of Defense to give a proposal to create
efficiencies in the payment of claims processing. The FY00 Defense Authorization Act
directed DoD to create a better mechanism for claim processing, but we have not seen any
proposal or action on thisissue. This continuesto be a problem throughout the TRICARE
regions, creating animosity for the program both from the beneficiaries and the providers.

- Ensurethereisadequate quality control oversight of managed care systems (preferably
by independent parties). Quality control oversight should include monitoring of patient
satisfaction, assessment of clinical outcomes, adequate oversight of provider networks,
and adherenceto access standard in addition to utilization management.

« Ensureportability and reciprocity immediately for all beneficiariesunder TRICARE
Prime. We are still hearing that active duty family members get caught in a gap while
moving from region to region. Therefore, greater continuity within contracts on the issue
of portability and reciprocity is essential for having a seamless transition of care upon
moving in and out of regions.

-  The TRICARE Point of Service (P.O.S.) option for enrolleesin the PRIME program is
too expensive at $300/$600 deductibles and 50% copayments. The P.O.S. option should
be changed to the TRICARE Standard rate of $150/$300 and 25% copay. We have
seen no evidence of abuse of the P.O.S. option and believe that the standard deductible
and copays ar e enough to prevent frivoloususe. Further, there should be no
requirement to obtain advance authorization to use the P.O.S. option.

TRICARE Standard the fee-for-service option needsimprovement to be at least the quality
and standard of care as provided under FEHBP standard fee-for-service by:

« Reducethe catastrophic cap from $7,500 to $3,000.

- Eliminatethe need for Non-availability statements (NAS) from military treatment
facilitiesand clinicsand completely eliminate the requirement for pre-authorization.

- Eliminatethe 115% billing limit when TRICARE Standard is second payer to other
health insurance.



« Baseprovider reimbursement rates on the Federal Service Benefit Plan.

TRICARE FRAUD AND ABUSE

According to GAO Report HEHS-99-142, July 30, 1999, “ There is general consensusin
DoD and the health careindustry that fraud and abuse could account for 10 to 20 per cent
of all health care costs. Given TRICARE managed car e contract expenditur es of $5.7
billion between 1996 and 1998, DoD could have lost over $1 billion to fraud and abuse
during thisperiod...” Of the approximately 50 million claims processed between 1996-
1998, the responsible contractorsreferred only 101 potential fraud casesfor investigation
by DoD. Thislow level of fraud identification has occurred because DoD contracts do not
require contractorsto aggressively identify and prevent fraud and abuse.

By acting immediately to solve this problem, some $1 billion can be made available to
improve military health carefor FY 2001 and beyond.

MEDICARE SUBVENTION: TRICARE SENIORPRIME

NMVA would like to thank you for your support for the Tricare Senior Prime Test
program, Medicare Subvention. With the favorableresponseto this program by military
retireesin those six designated test sites, NMVA isasking for nation wide implementation
of TRICARE Senior Prime. Senator Phil Gramm (R-TX) introduced S. 915 to make the
TRICARE Senior Prime program permanent on a phased - in basis. The bill would
expand Senior Primeto ten additional locations with full-service military hospitals by
January 1, 2000 and then across the remaining TRICARE Prime catchment areas no later
than October 1, 2002. We arerequesting that this committee enact legidation in the DoD
authorization to expand the Tricare Senior Prime Test nationwide to be effective Jan. 1,
2001. Thetest program terminates on December 31, 2000, we need legislative action in the
FY 2001 Defense Authorization to move this program forward.

Many of our Medicare-eligibleretirees havereceived lettersfrom hospitals stating that
“space availability” no longer existsor isextremely limited dueto downsizing of staff at
MTFs. Allowing Medicare-eligible military retireesto use Medicare at MTFswill provide
them with yet another option for health care. Though it should be understood that thisis
not the complete solution to the current problem, asit would provide health serviceto only
about 33% of the 1.3 million retirees over 65 now, but isan important pieceto solving the
whole health care dilemma for these beneficiaries.
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The connotation of “TEST” hasdeterred some of our membersfrom enrolling in
TRICARE Senior Prime. Though they want to participate, they havealack of trust for the
MTF that turned them away year s ago only to welcome them back again with no
guarantees of health care past the three year test.

NMVA understandsthat the Senate bill S.2087 gives DoD authority to expand TRICARE
Senior Prime, but it doesnot direct DoD to follow through on thisrequest. NMVA urges
the support for funding from this committee to expand TRICARE Senior Primeto a
permanent program. Thiscommittee' s support would ensure expanding TRICARE Senior
Primeto 10 additional sites by January 1, 2001 and national expansion on October 1, 2002
to provide a true health care benefit to military retireesthat still reside near MTFs.

In the meantime, there are other looming difficultieswith the TRICARE Senior Prime
program. HCFA has provided $43 million in interim paymentsto DoD and DoD will be
allowed to retain $6 million despite the fact that DoD has already paid out $40 million in
claims. In our opinion, the reimbursement rates and rules between HCFA and DoD should be
renegotiated. Also, at the present time, DoD hospitalsare providing services of $187 more
per enrollee per month than they arereceiving in HCFA reimbursements. With over 30,000
enrolled retireesand their family members, thisisover $5.6 million per month. Thesmple
fact of the matter isthat if health careisto be provided to military retirees, dollarsmust be
provided to MTFsfrom HCFA and the DHP. Sincecareprovided in MTFsislessexpensive
than in thecivilian sector, thisisa good investment and isgood for the taxpayer.

EEE-FOR-SERVICE MEDICARE SUBVENTION

Wewould liketo see another M edicar e reimbursement option added on a fee-for-service
basis. | would liketo add that Senator Gramm’sbill, S. 915, would give DoD the option to
provide a fee-for-service Medicar e option at certain MTFsif thiswould be more cost
effective for those facilities. Thistest would allow Medicare eigible military beneficiariesto
keep their standard M edicar e benefit, and when usngthe MTFs“ON A SPACE
AVAILABLE BASIS’ to present their Medicare Card tothe MTF. The MTF would bill
Medicare asother providersdo, except that it would be on a discounted basisto reflect the
lower cost of careprovided by the MTFs.
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Thiswould save Medicare Trust fundswhile making mor e efficient use of MTFsand use
capacity that otherwise would not be used. Thisalso supportsour contention that Medicare
eligible military medical beneficiaries earned the promised lifetime medical carefor
themselvesand their digiblefamily membersin MTFsand they paid for Medicare Part A
coverage through mandatory deductionsfrom their military and civilian pay checks. The
combined earned and paid for health care accessis clear justification for thisfee-for-service
option.

EEHBP OPTION

In order to have afair and accurate test, we need to provide the opportunity for Medicare
eligible military retireesto increase enrollment in the FEHBP test for the November 2000
open enrollment season. Aswetestified last year befor e this committee, we know that not
all military retireeswill enroll in this program, but we need to give them the option to make
that choicein order to determinethe future of providing carefor those that have served in
the military. NMVA isurging this subcommittee to increase the number of demonstration
sites, aswell asthe number of enrollees eligibleto participatein the program effective for
the November 2000 open enrollment season. Wefeel that S. 2087 gives DoD authority to
expand the sites, but does not direct and make them accountable to open up additional
sites. It isabsolutely essential that we give theseretirees an equitable benefit that is as good
or asequal tofederal retirees.

DEMONSTRATION PROBLEMS: DoD did not market the program in atimely manner.
Marketing by DoD was essential to deter mining the future success of the FEHBP test. The
marketing timeline dates set up by the TRICARE Management Activity (TMA) office

over seeing the program werenot all met. Thefirst notification of the program for eligible
beneficiarieswas via a postcard due out on July 15, but was not sent until August 15, 1999.
Secondly, the “Health Fairs’ that were sponsored by DoD were not put in place until the
first week of November, which was a month late. These eligible beneficiariesin these 8 test
siteswerenot properly marketed to on the FEHBP test program.

Proper education on the fundamental characteristics of FEHBP benefits was necessary to
obtain accurate data on thefirst year of thetest. Remember that thisprogram servicesa
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population of beneficiaries new to FEHBP, unlikeretired Federal Employees who
understand the program. It was essential that they knew about how FEHBP worksasa
wrap around health care coverage to Medicare, aswell asthe protectionsfor their Medigap
plansduring this 3 year test. NMVA believesthat by marketing to an increased number of
eligible beneficiaries with new and improved education tools,the data necessary to prove
that thisisaviable program for military retireesin the future will be obtained.

Thethreeyear test deterred Medicare Eligible Military Retireesfrom participating in the
program. Thisisa population of beneficiarieswho cannot takerisksin their health care;
they arereluctant to go into a three year test with no protection if the program ends. The
continuity of health carefor thissenior population isnot guaranteed in three years,
therefore werequest that these individuals who ar e both in the program or will be
enrolling in the program be grandfathered into the FEHBP test regar dless of the success of
the program.

TheFY 99 Defense Authorization Act subtitle C Section 721 Demonstration Project to
include certain covered beneficiaries within Federal Employees Health Benefits Programs
clearly defined the eigibility and number of enrolleesfor thetest program. Asprinted in
legidation the total number of enrollees may not exceed 66,000, thiswas inter preted by the
DOD as 66,000 total personséligibleto enroll in thetest program. We knew that these
designated 66,000 eligible participants would not all enroll because of the limited 3 year
test. Judging by the number of enrollees— 2,310 as of February 18, 2000 —our arguments
on implementing afair test are correct; it hasn’t happened and any conclusionsinferred
from such a small data base must be viewed with suspicion.

Some of these participants had employer provided insurance, Medicare Risk HMOs,
Medigap policies, or wereenrolled in TRICARE Senior Prime asin the case of the Dover,
DE program. DoD made the assumption that 70% would enroll out of 66,000, even though
we went on record as military associationsindicating that a limited 3 year test, poor
marketing material, and other health benefitsthat service this population would provide a
low enrollment number of eligible beneficiariesto the program. NMVA would like to see
the program expanded nation wide and the number of participantsincreased.

Dueto the continued downsizing of M TF staff, base closures, decreasing dollarsfor DOD
health care, and capitated budgeting, the M edicare Eligible Military Retirees continue to
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be pushed out of military health care. We need solutionsto these problems. And aswe
know, thereisno one solution. Therefore, testing alternative optionsfor thosethat live
near MTFsor of thoseresiding outside the catchment ar eas, through the Medicare
subvention test and FEHBP demonstration, will enable DoD to figure out how to
administer health caretoitsaging heroesand heroinesin the future. Even with full

M edicar e Subvention, TRICARE Senior Prime, DoD will only be able to serve about 33%
of the overall population of military retirees over the age of 65. Some 17% of our retirees
have employer sponsored health care, and 10% are already in Medicare Risk HMOs,
leaving 32% to 41% of the 1.3 million population (no mor e than 533,000) to possibly access
FEHBP. Thenumber of age 65 and over military retireeswill not decrease but continueto
grow in numbersuntil it peaksat 1.6 million in 2004.

Costs could be controlled if necessary by capping the program. Our estimatesindicate that
fewer than 30% of retireeswould select the FEHBP option. The death rate of older military
retirees, especially those of WWI11 and Koreaiscloseto 3,200 per month. They need accessto
health care now, not five yearsfrom now when it will betoo late. Now isthetimeto act. We
must not continueto allow the declinein availability of medical careto disenfranchise
military retireesand their families.

TRICARE Senior Supplement Demonstration Program:

With an effective start date of April 1, 2000, for the TRICARE Senior Supplement
Demonstration (TSSD) program, and with enrollment beginning March 1, 2000, NMVA
has concernsover the protections placed on Medicar e Supplemental plansfor Medicare
Eligible Military Retirees. Thisprogram isbeing tested in both Cherokee County, TX and
Santa Clara, CA to obtain data on TRICARE asa supplement to Medicare. Sincethisisa
limited test it isimperative to place protectionson M edicar e supplements for those who
chooseto enrall in thisshort term program. These aging retirees do not need be concerned
over pre-existing conditionsor increased supplemental costsif they drop the TSSD and
revert back totheir original coverage. Thiscommittee will seeinadequate data results and
low participation for those concer ned about protecting their current supplemental care. In
the current test programs of both FEHBP Test and TRICARE Senior Prime, a provision
was placed in the language under the termsand conditions placed in the Medicar e plus
choice section of the Balance Budget of 1997 that would allow participantsto revert,
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without penalty or pre-existing conditions, to their previous medical insurance program.
Please include this protection for the TSSD program.

As experienced by disabled Medicare Eligible military retireesunder 65, TRICARE isnot
an effective second payer to Medicar e because it only coversthe 115% cost after Medicare.
Knowing that the TSSD isnot a true Medicar e Supplement as viewed by HCFA standards,
this could create some concerns on the gapsin cover age.

PHARMACY ISSUES

We arerequesting that this committee to extend the BRAC (Base Realignment and
Closure) pharmacy benefit to include all Medicar e eligible military retireesregardless of
location. The BRAC pharmacy program providesa National Mail Order Phar macy
(NMOP) benefit at a cost of an $8 co-payment for a 30-90 day prescription, aswell asa
20% chargefor retail pharmaceuticals at TRICARE network phar macies.

The April 29, 1999 DoD Phar macy Benefit Report in section 2 “ Phar macy Redesign
Approach and Results’ subsection 2.3 estimated the cost for a NMOP and retail pharmacy
benefit for 1.4 military retireesover age 65 at 400 million dollars.

We arerequesting this pharmacy benefit asaresult of the implementation of the FY 99
DoD Authorization Bill, public law 105-261, sec. 723: (a) in general. Not later than October
1, 1999, the Secretary of Defense shall implement, with respect to eigible individuals
described in subsection (e) whoresidein an area selected under subsection (f) theredesign
of the pharmacy system under TRICARE including the mail-order and retail phar macy
benefit under TRICARE to incor porate “best business practices’ of the private sector in
providing pharmaceutical....(eligibility included Medicar e Eligible Military Retir ees).

After the law was passed, DoD met with military associationsin meetingsto discussthe
pharmacy redesign. In January 1999, all military associations wer e dropped out of DoD
discussions. It wasnot until August 1999 that DoD proposed the Phar macy Pilot Program
begin enrollment in April 2000 and not therequired date of October 1, 1999.

The proposal included the BRAC pharmacy benefit with a $500 dollar enrollment per
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couple. The high enrollment fee would skew the number of participantsin Fleming, KY
and Okeechobege, FL, ssmply because those who have high usage rates of phar maceuticals
would participate, thereforeincreasing the overall enrollment cost in the future dueto
adver se selection. Also, thiscould jeopardize the current BRAC phar macy benefit that has
no enrollment fee, but the same benefits as the Phar macy Pilot Program with a NMOP and
a 20% retail pharmacy network benefit.

The National Military Veterans Alliance, with support of the Military Coalition, went to
Congressto request are-evaluation of the pilot program. In response, Congressdirected
DoD to come up with a different proposal to submit to them, changing the payment
structure of the pharmacy program. On November 17, Dr. Sue Bailey, Asst. Secretary for
Health Affairsfor DoD, met with TREA, TROA, NMFA, NAUS, NCOA, AUSA, and FRA
to state that the Pilot Pharmacy Program would not change and would be implemented in
April 2000. The enrollment fee was later reduced to $400 per couple.

Either the old enrollment fee ($500 per couple) or the new enroliment istoo high. When
expected co-payments areincluded, new Pharmacy initiative represents a significant out of
pocket expense for retireeswhose averageretired pay isunder $16,000 per year. (Please see
Exhibit A). For thoseretirees 65 and older that can accessa NM OP BRAC program now,
only 17% of that population actually accessit. Also, if retireeshave a phar macy benefit
through a Medicare HM O, employer sponsored health care, or spouse, then they cannot
access the BRAC benefit

NMVA cannot stress enough the concern over the access of pharmaceuticalsto our
Medicare eligible military retirees due to cost and increasing use of drugsfor our senior
citizens. We are requesting additional funding to be allocated to expand the BRAC

phar macy benefit to Medicare-eligible military retireesfor the NMOP and accessto the
local retail phar macy benefit. In addition, we are asking for funding to provide a complete
national formulary that addressesthe drug utilization of our aging war heroes and
heroines.

HR. 3573 KEEP OUR PROMISESTO AMERICA'SMILITARY
RETIREESACT

This bill has strong grassroots support becauseit comes closer than any other pending
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legislation before Congressto answering the military health care promiseto America’'s
military retirees, especially her older retirees. Today it hasover 222 cosponsors—51 % of
the House. Itscompanion bill in the Senate, S. 2003, has 21 cosponsors. Both H.R. 3573
and H.R. 2966, the earlier version of the bill, have been pushed to the forefront by a huge
wave of grassrootssupport that continuesto grow. Mr. Chairman and membersof the
Committee, we ask you to consider thefact that the World War 11 eramilitary retireesare
dying at arate of over 3,300 a month. Continued testing and demonstrationswill not assist
most military retirees. H.R. 3573 would provideretirees a choice —the Federal Employees
Health Benefits Program to military retirees, at no cost to those who entered the service
before June of 1956, and at the same subsidized rate for those who entered after. It would
also extend the current TRICARE program to Medicare igibleretireesand their families.
These older retireesand their families have no guaranteed DoD health benefit oncethey
reach age 65, the anly federal employees who lose their health care once they become
Medicare eligible. Asmentioned earlier in thistestimony, the Defense Health Program is
on life support with few signs of improvement because of continued under-funding and
other factors. We urge Congressto solve the health carecrisisthisyear.

[NOTE: The Non Commissioned Officers Association (NCOA) supportsH.R. 3573 with
the exception of the provisions concerning pre June 7, 1956 retirees. NCOA believesthat
all generations of military retirees must betreated the same].

Several members of this Committee introduced the Improved Medical Carefor Troopsand
Retirees Act on February 15, 2000 and as of March 8, 2000 it has 23 cosponsors. This bill
offers substantive improvementsto the current health care system and includesthe
following provisions:

« Makespermanent the TRICARE Senior Prime Program (M edicar e subvention).

« Extendsthe Federal Employees Health Benefits Program (FEHBP) Demonstration
for oneyear and ensuresthat participantsretain their FEHBP dligibility at the
conclusion of the program.

« Expandsthe pharmacy benefitsfor all retirees.

« Removestherequirement for military retireesto secure non-availability statements
under TRICARE Standard.

« Reducesmilitary retirees’ out-of-pocket costsfor catastrophic care from $7,500 to
$3,000 per fiscal year, and eliminates co-paymentsfor active duty families under
TRICARE Prime.
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« Expandscoverage of TRICARE Prime Remote to active duty family members.
NMVA supportsthislegisation, but urgesa complete solution as offered in HR 3573 and
not just additional testing.

Thisbill wasintroduced on 16 February 2000 and would allow all eligibleretired members
of the Uniformed Services and their family membersto receive prescription drug benefits
presently available only to Medicare-eligibleretireesliving near base closure sitesor in a
TRICARE Senior Prime demonstration area. In effect, it opensthe National Mail Order
Pharmacy Program and the TRICARE pharmacy network to all military retirees,

regar dless of age or location.

- o087 Mili lth ¢ 00

Key Provisions

« Demonstration Programsfor Medicare Eligible Retirees (TRICARE Senior Prime
and FEHBP) are extended through 31 December 2005 and expanded.

« Military Pharmacy Programs- Expandsthe National Mail Order Phar macy
Program (NM OP) to Medicar e eligible beneficiaries with a $150 deductible per year.
(The approximate cost is $300 million per year). For the Pharmacy Pilot Program —
Direct reduced phar macy enrollment fee, implementation of deductible,
guarterly/monthly payments. The fee scheduleisnot contained in the legislation.

« TRICARE Prime— Several major improvementsto TRICARE Prime Remote and
TRICARE Primefor the active duty aswell asfor improved business practices and
custodial care.

= DoD/VA Cooperative Program — For patient safety, directs Dod and VA to perform
two studiesfor record and pharmacy tracking between the two activities.

= Accrual Financing of Military Retirement Health Care-Initiate two studiesto
assess the feasibility and desirability of financing the military health care program
for retireeson an accrual basis. ($2 million)

NMVA appreciatesthe work from the Senate and House Armed Services Committeesto
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addressthe needs of Active Duty membersand their dependents. Providing TRICARE
Prime Remote and eiminating TRICARE co-paymentsfor active duty family membersis
essential and needed. Increasing the funding level for custodial careto 100 million dollars,
60 million mor e than the budget request, is greatly appreciated by those military families.

Asjust mentioned in our discussion of the phar macy benefit, we strongly support
expanding the BRAC pharmacy benefit with no deductibles or enrollment fees. In
addition, the expanded BRAC phar macy benefit should include accessto the retail

phar macy networkswith the 20% copayment. Thisispart of the current BRAC pharmacy
benefit and should be part of the be phar macy benefit for all beneficiaries.

We also support multi year extensions of the demonstration programsas proposed in S.
2087 so long as mor e beneficiaries are allowed to participate. Thereisno reason to limit
the FEHBP to 8 or 10 areas—these boundaries should be removed and the cost controlled
by capping the number of participants. Nevertheless, the cap should beincreased beyond
66,000.

NMVA iscontinually concerned for the over 65 military retireesthat are dropped by
military health care. The message from our members continuesto bethat they will never
see the benefit of atest program if they arenot hereto useit. Theresult of extendingthese
testsfor an additional two to three years creates anxiety with our member s that may not
liveto see atrue benefit being implemented nationwide. The pharmacy benefit will meet
the needs of those beneficiaries without any coverage for their drugs, but thiscommittee
must under stand that the need for acute drugs purchased in theretail pharmacy are
needed too. The pharmacy redesign project should be no less generousthan the BRAC
benefit.

CARE FORTHE DISABI ED

The Department of Defense (DOD) hasroutinely promulgated regulations and policies which
havethe affect of baring the permanently disabled from the Military Health System. When
challenged before either Congressor a Federal Court DOD's actions have been over turned,
and the department has been expresdy ordered to deliver careto the disabled.

Changesin DOD's policy and regulations regarding the disabled were ordered by The
Defense Authorization Act for FY 2000 and the Defense Appropriations Act for FY 2000.
However, the Department hasyet to fully implement these changes, nor hasit provided the
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public an opportunity to participate asrequired by law. Thereisconcern, grounded in the
Departments’ previoustreatment of the disabled, that meaningful changeis unlikely without
further Congressional oversight, directivesand remedial legidation.

Therecently proposed S. 2087 appearsto beagood first step, inasmuch asit continues
Congresses objections to thetransition of the disabled out of the Military Health System.
However, morework isnecessary. Congress should require DOD to redraft itscustodial care
definition in amanner consistent with other federal health programsand related case law.
Congress should require DOD to, at a minimum, provide military familieswith the same
amount of basic health servicesthat are available through the FEHBP. DOD should be
prohibited from sending Military familiesto welfare programs by gaming technical
provisions. Congress must assur e that those categories of beneficiariesfor whom disability is
the basisof digibility in the military health system have accessto a meaningful benefit.

UNIFORMED SERVICESUNIVERSITY OF THE HEAI TH SCIENCES

NMVA thanksthis committeefor itsstrong support for providing necessary funding for the
continued oper ations of the Uniformed Services University of the Health Sciences. Study
after study has shown that when all factors are considered USUHS ismor e cost effective that
the US Health Profession Scholarship Program. We urge you to continue your support for
this school which isa national resource.

Thereiscurrently an $8.3 million Navy Military Construction Project request to construct
academic facilitiesto redressthe over crowding of the existing small classroom facilities and
to meet current and projected demandsfor specialized educational support and the
associated administr ative spaces necessary to conduct accr edited graduate-level medical
education. This Committee' ssupport in adding those fundsto the MILCON portion of the
Defense Health Program’s budget would be greatly appreciated. The ability of the University
to maintain its accreditation and unique commitmentsto the TRISERVICE healthcare
community will continue to be negatively impacted by temporary, inefficient, and costly space
fixeswhich fail to ddliver students, faculty, and staff unfettered accessto the primary assets of
the University, its people and inter actions available on campus.
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MEDICARE PART BWAIVERFORMILITARY RETIREE 65+

Retireeswere counseled by MTF advisorsnot to enroll in Part “B” because they resided
near MTFsand would be ableto accesstheir free health care. Theseretireesshould not be
punished with late enrollment fees dueto thefact that thelocal MTF hasclosed. NMVA is
requesting the Committee to authorize the waiver of the penalty for not enrolling in
Medicare Part “B” for Medicare-eligible military retirees

NMVA believesthat thissmall investment will enableretireesto enrall in health care
programswhich require Medicare Part B for eligibility such as TRICARE Senior Prime and
the Fee-for-Service Option plansin FEHBP. Currently, we have military retireesthat are
either paying a high penalty for Medicare Part B, or just cannot enroll becauseit isto costly.

RETIREE DENTAL PROGRAM

The Retiree Dental plan does not provide coverage of crucial benefits, such asbridgesand
crownswhich are needs characteristic of our members. Currently, the contract isnot
subsidized by DoD, which would mean that increasing the benefit level now would make
the program to costly to are aging retirees. Therefore, NMVA isrequesting funding for a
subsidy for the DoD Retiree Dental plan’s premium to expand the benefit schedule to
military retirees.

CONCI USION

Every one of these problemscited here has a common thread — save money by eliminating or
reducing careprovided. Thefewer beneficiaries served meansthe fewer DoD dollars needed
to provide health care and increasesthe dollar s available for equipment and weapons
systems. Regardlessof the promises made and of all the intentions of this Congress, health
carefor military retireesisnot treated asa benefit and it certainly isnot treated asan
entitlement. Health carefor military retirees, their familiesand their survivorsismerely a
lineitem expensein the DoD budget to be squeezed for mor e pressing needs by comptrollers
and budget analystswho do not rely on the Defense Health Program for their health care.

A solution recommended by NM VA to partially addressthis concern isto make the funding
mechanism for military retiree health carethe sameasit isfor other federal retirees --

adding it to the entitlement’s portion of the budget —and to stop making retiree health care
compete for the same Defense dollar s used in weapons programs, resear ch and development
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or operations and maintenance.
Exhibits:

A -COMPARISON Annual Costsfor MedicareEligible
B -NMVA Roster
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